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its natural application, — that is, of meeting the exigency created 
by our decision in Leisy v. Hardin, and enabling the states to en- 
force their prohibitory liquor laws upon the arrival of the liquor 
within the state, as we have repeatedly held, — the law has a defi- 
nite and distinct value, and is readily understood. " In view of 
the strong dissent, we may find some justification for the thought 
that the court, in its desire to give the states free rein, has per- 
haps raised a cause of interstate friction which federal control 
might have prevented. 

LEGISLATIVE ALTERATION OF CONTRACT RELATIONS AMONG 
STOCKHOLDERS. 

The case of Dartmouth College v. Woodward, 4 Wheat. 518, 
while it decided that the charter of a private corporation consti- 
tutes a contract beyond the power of a state to impair, neverthe- 
less did not analyze that contract, nor point out its parties. Three 
distinct sets of contractual relations might have been regarded by 
that court as the basis of their decision, namely : (1) A contract 
bet ween the state and the incorporators; (a) The contract of the 
incorporators among themselves ; (3) The contracts of trust created 
by donors to the College, as these donations necessarily involved 
reliance on the charter-granted rights. Of these three con- 
tracts, the first two were involved in the formation of business 
corporations, and, in construing clauses which reserved a right to 
amend or repeal, the courts soon differed as to whether such 
clauses applied solely to the contract between the state and the 
incorporators, or whether they applied to the mutual agreements 
of the incorporators as well. 

The recent case of Hinckley v. Schwarzchild Co. , 34 N. Y. Law 
J. 89, (App. Div.), illustrates a tendency in New York to extend 
the scope of such a clause and allow the legislature to alter very 
considerably the interrelations of shareholders. Here it was held 
that the Statute of 1901 (chap. 354), dispensing with the previous 
requirement of unanimous consent for the issuance of preferred 
stock in a corporation, and allowing such issuance on a two-thirds 
vote of the stockholders, applies to pre-existing corporations, im- 
pairs no contract or vested right of a protesting minority share- 
holder, and is a valid exercise of the power reserved by the con- 
stitution to alter or repeal charters of corporations. The decision 
is expressly based on authority rather than on principle. 

This case seems to go further than the case of Payson v. Withers, 
5 Biss. 369, in which it was held that a charter fixing the capital 
stock of a corporation at $1,000,000 and providing for its increase 
to not over $5,000,000 at the discretion of the stockholders, might 
be amended by statute so as to authorize the board of directors to 
increase the capital stock at their discretion, and that such an 
amendment did not release a prior subscription to the stock. This 
holding was endorsed in Payson v. Stoever, 2 Dill. 427. 

This line of authority seems to place no limit on the reserved 
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power to amend, save where injury to property rights will clearly 
result from the amendment. Thus an amendment giving muni- 
cipalities preference over other stockholders of a railroad in the 
distribution of its assets on dissolution, was held not within the 
reserved power, in Hill v. Glasgow Ry. Co., 41 Fed. 610 (C.C.). 

An opposing line of decisions holds that the power to amend 
is reserved solely for the benefit of the state, and that amend- 
ments are not valid under this power if they alter the mutual con- 
tract of the shareholders without serving some clearly public pur- 
pose. The power to amend should certainly be limited to amend- 
ments pertinent to the business and objects for which the corpo- 
ration was organized. Blatchford v. Ross, 54 Barb. 42. A law 
altering the voting power of the shareholders in a corporation, 
and so impairing their control over their own enterprise, would 
clearly be unconstitutional. State v. Greer, 78 Mo. 188. In New 
Jersey, the view that the object of the reserved power was to give 
the majority of the corporators control over the minority, with 
the consent of the legislature, has never been adopted. There 
the legislature may, within limits, impose alterations deemed nec- 
essary for the public good, but cannot otherwise permit altera- 
tions in the contract among the stockholders without the consent 
of all parties thereto. Zabriskie v. Hackensack Ry. Co., 18 N. J. 
Eq. 178, 191, 192. Possibly the frank recognition in such cases 
as Hinckley v. Schwarzehild Co., supra, that the New Jersey doc- 
trine rests on a better basis of principle, may lead to a solution 
of the conflict over the extent of the power to amend. 



